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OATH OR AFFIRMATION

1, JOHN H. NORBERG , Swear (or affirm) that, to the

" best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
STANDARD INVESTMENT CHARTERED INCORPORATED - as of
DECEMBER 31, 2002 are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

NONE

GEORG’A F. SHAW
Commission # 1308547

T eton ¥ 1309547 W f Horkees,~
~ Notary Public -~ California %

Los Angeles County . f JgﬁN H. NORBEXRSgnature
U M‘; eomm Exp»res Jut 4, 2005

PRESIDENT

Title

This report** contains (check all applicable boxes):
(a) Facing page.
(b) Statement of Financial Condition.
(c) Statement of Income, (I.oss)
. (@) Statement of Ghanges ik peditiot. Cash Flows .
(¢) Statement of Changes in Stockholda's Eq\nty or Partners’ or Sole Proprietor’s Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital
(h) Computation for Determination of Reserve Requirements Pursuant to Ru]e 15¢3-3.
() Information Relating to the Possession or control Requirements Under Rule 15¢3-3. _
() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation. -

() An Oath or Affirmation. _
(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
(o) Indep endent Auditors' Report on Internal Accounting Control

0 aumnuag&aa
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**For condmons of confidential treatment of certam portions of this filing, see section 240.17a-5(e)(3).
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Goodrich, Goodyear & Hinds

An Accountancy Corporation

INDEPENDENT AUDITORS' REPORT

The Board of Directors
Standard Investment Chartered Incorporated
Tustin, California

We have audited the accompanying statement of financial condition
of Standard Investment Chartered Incorporated as of December 31, 2002, and
the related statements of income, changes in stockholders' equity, and
cash flows for the year then ended that you are filing pursuant to Rule
17a-5 under the Securities Exchange Act of 1934. These financial
statements are the responsibility of the Company's management. Our
responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards
generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reascnable assurance
about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles wused and significant
estimates made by management as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above
present fairly, in all material vrespects, the financial position of
Standard Investment Chartered Incorpcrated as of December 31, 2002, and
the results of its operations and its cash flows for the year then ended,
in conformity with accounting principles generally accepted in the United
States of America.

Our audit was conducted for the purpose of forming an opinion on
the basic financial statements taken as a whole. The information
contained on pages 10 and 11 is presented for the purpose of additional
analysis and is not a required part of the basic financial statements but
is supplementary information required by Rule 17a-5 under the Securities
Exchange Act of 1934. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in
our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

Long Beach, California
February 24, 2003



STANDARD INVESTMENT CHARTERED INCORPORATED
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2002

ASSETS

Cash $ (5,263)
Deposits:
Clearing broker/dealer - Allowable

25,000

Total cash and cash equivalents 19,737
Receivables - Commissions 15,761
Investments:

Marketable equity securities,
at market value $ 60,543
NASDAQ stock, at cost 3,000
Other, at cost 104,263 167,806
Property and equipment, net of
accumulated depreciation of $29,653 47,977
Deposits 600
Total assets $ 251,881

LIABILITIES AND STOCKHOLDERS' EQUITY

Accounts payable S 1,500
Credit line 7,978
Income taxes payable 800
Total liabilities 10,278
Commitments -

Stockholders' equity:
Common stock without par value;
authorized 100,000 shares; issued

and outstanding - 30,000 shares $ 30,100
Retained earnings 211,503
Total stockholders' equity 241,603

Total liabilities and
stockholders' equity $ 251,881

The accompanying notes are an integral part of these financial statements.
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STANDARD INVESTMENT CHARTERED INCORPORATED

STATEMENT OF INCOME

YEAR ENDED DECEMBER 31,

Revenues:

Commissions and concessions,
net of clearing charges
Mutual fund concegsions
Insurance commissions

Direct Participation Program
concessiocns

Consulting fees and other
Unrealized gain on securities
Interest and dividends

Board of Director fees
Sublease rental income/expense
reimbursements

Total revenues

Expenses:
Accounting
Auto
Bank service charges
Business promotions
Commissions
Consulting fees
Depreciation and amortization
Dues, memberships and publications
Filing fees
Insurance
Interest
Legal fees
Officer’s compensation
Office supplies and expense
Postage and delivery
Rent
Telephone
Travel and entertainment
Taxes and license
Utilities
Other

Total expenses
Income before income taxes
Income taxes

Net income

2002

S 7,410
13,749
1,196
6,050
106,389
22,845
3,000
23,122
4,401
9,103
1,556
25,579
125,724
22,038
536
48,328
12,598
26,448
13,720
3,851

1,188

$

5

249,995
57,104
12,129

100,699
26,981
4,103
7,282
10,606

22,755

491,654

478,871

12,783
(800)

= 11,0983

The accompanying notes are an integral part of these financial statements.
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STANDARD INVESTMENT CHARTERED INCORPORATED
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

YEAR ENDED DECEMBER 31, 2002

Common Retained
Stock Earnings Total
Balance at December 31, 2001 $ 30,100 199,520 229,620
Net income for the year ended
December 31, 2002 - 11,983 11,983
Balance at December 31,
2002 $ 30,100 211,503 241,603

The accompanying notes are an integral part of these financial statements.
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STANDARD INVESTMENT CHARTERED INCORPORATED
STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2002

Cash flows from operating activities:
Net income S 11,983
Adjustments to reconcile net loss
to net cash provided by operating

activities:

Unrealized gain on securities ' $ (4,103)

Depreciation and amortization 3,000

Increase in receivables (4,403)

Decrease in accounts payable (300)

Decrease in commissions payable (11,358)

Increase in income taxes payable 800

Total adjustments (16,364)

Net cash flows used for
operating activities (4,381)

Cash flows from investing activities -

Cash flows from financing activities:
Credit line repayments, net (7,382)
Net cash flows used for
financing activities

(7,382)

Net decrease in cash (11,763)

Cash and cash equivalents,
beginning of year

31,500

Cash and cash eguivalents,

end of year $ 19,737

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
e
Cash paid during the year for income taxes $ 1,600

Cash paid during the year for interest expense $ 1,596

The accompanying notes are an integral part of these financial statements.
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(1)

STANDARD INVESTMENT CHARTERED INCORPORATED
NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2002

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

The Company is a registered broker-dealer incorporated under the laws
of the State of California maintaining its only office in Tustin,
California, and 1is subject to a minimum net capital requirement of
$5,000 under SEC Rule 15c¢3-1. The Company operates pursuant to the
(K) (2) (ii) exemptive provision of SEC Rule 15¢3-3 and does not hold
customer funds or securities. The Company acts as an introducing
broker/dealer and clears all transactions with and for all customers
on a fully disclosed basis with a clearing broker/dealer in Southern
California. The Company does not require collateral for its
receivables and is subject to the risks inherent in the economy.

Method of Accounting

The Company maintains its books and records on the accrual basis.

Use of Estimates

The preparation of financial statements in conformity with generally
accepted accounting principles requires the use of management's
estimates. Actual results could vary from the estimates and such
variance could be material.

Property and Equipment

The Company depreciates its assets over their useful lives of three
to thirty-nine years using the straight-line depreciation method.

Income Taxes

Income tax expense includes federal and state taxes currently payable

and, when applicable, deferred taxes arising from temporary
differences between income for financial reporting and income tax
purposes. Those differences arise primarily from the use of the

accrual basis for financial reporting and the cash basis for income
tax purposes, the deductibility of State franchise taxes in different
years for financial and tax purposes, the difference in depreciation
methods used for financial versus tax purposes, and the carrying
value of certain investments.

SIPC

The SIPC assessments have been determined fairly in accordance with
applicable instructions and were remitted timely.



STANDARD INVESTMENT CHARTERED INCORPORATED
NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

DECEMBER 31, 2002

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash Equivalents

For purposes of the statement of cash flows, the Company considers
all highly liquid debt instruments purchased with a maturity of three
months or less to be cash equivalents.

INVESTMENTS - MARKETABLE SECURITIES

(3)

The Company holds investments of equity securities. At December 31,
2002, the Company had investments in wvarious marketable equity
securities with a market wvalue of $60,543 and a cost basis of
$57,885.

INVESTMENTS - OTHER

Investments - Other are carried at cost and consist of the following:

Investment in limited partnership $ 71,942
Investment in country club membership 8,750

Investment in restricted securities 23,571

Total $ 104,263

The market value of such investments approximates or exceeds cost at
December 31, 2002.

PROPERTY AND EQUIPMENT

Property and equipment consists of the following:

Vehicles S 49,933
Furniture and equipment 17,697
Leasehold improvements

10,000

77,630
Less accumulated depreciation (29,653)
Net property and equipment S _47,977



STANDARD INVESTMENT CHARTERED INCORPORATED
NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

DECEMBER 31, 2002

(5) TINCOME TAX EXPENSE
Income tax expense consists of the following components:
Current Deferred Total
Federal $ - $ - $ -
California 800 - 800
Total $ ___ 800 $ $ 800
Deferred taxes are accounted for under Financial Accounting Standard
No. 109 (FAS 109) which uses an asset and liability approach in
recognizing timing differences. This approach requires the
recognition of deferred tax assets and liabilities for the expected
future tax consequences of guch differences. Such differences relate
primarily to cash basis reporting for tax purposes and accrual for
financial purposes, the difference in the recognition of gains and
losses on marketable securities for tax and financial reporting
purposes and different depreciation methods for tax and financial
purposes. The tax effect of the Company’s deferred items at December
31, 2002, is as follows:
Deferred Tax Asset
Net operating loss carryforward $ 11,000
Unrealized gains on marketable
gsecurities (1,000)
Total deferred tax asset 10,000
Less valuation allowance {10,000)
Net asset S -
The +wvaluation allowance increased $2,000 during the vyear ended
December 31, 2002.
(6) LEASE COMMITMENT

The Company occupies facilities and has use of a vehicle leased by a
related entity. The Company reimburses its share of the related
lease expense; however, it has no legal commitment to do so. Rental
expense under these arrangements amounted to $48,328 for 2002 with
522,755 received  under month-to-month sub-lease arrangements
providing rental and expense reimbursements.



STANDARD INVESTMENT CHARTERED INCORPORATED
NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

DECEMBER 31, 2002

CONCENTRATIONS OF CREDIT RISK

(8)

The Company's customer Dbase 1is located primarily in California.
Financial instruments that potentially subject the Company to credit
risk are trade receivables and investments. The Company uses an
established clearing broker-dealer to clear all transactions for its
primary receivables and requires no collateral. The Company's
investments, which consist primarily of marketable securities and a
limited partnership interest, are continually reviewed for changing
market value, and the carrying wvalue is adjusted should it fall
materially below cost.

NET CAPITAL

The Company i1s subject to a $5,000 minimum capital requirement under
SEC Rule 15¢3-1 which requires that the ratio of aggregate
indebtedness to net capital shall not exceed 15 to 1. Net capital
and the related net capital ratio fluctuate on a daily basis;
however, as of December 31, 2002, net capital was $76,682 which
exceeded the required minimum capital by $71,682. The aggregate
indebtedness to net capital ratio was 0.13 to 1.



STANDARD INVESTMENT CHARTERED INCORPORATED
COMPUTATION OF NET CAPITAL PURSUANT TOC RULE 15c3-1

DECEMBER 31, 2002

Total equity from statement
of financial condition

Less non-allowable assets:
NASDAQ stock
Other investments
Property and equipment, net
Deposits
Total non-allowable assets
Net capital before haircut

Haircut - marketable securities
($60,543 @ 15%)

Net capital

$

$ 241,603
3,000
104,263
47,977
600

(155,840)

85,763

(9,081)

S 16.682

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required (6-2/3%
of aggregate indebtedness or $5,000,
whichever is greater)

Net capital from above

Excess net capital

$ 5,000
$ _176,682
$ 71,682

COMPUTATION OF RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL

Total liabilities (aggregate
indebtedness)

Ratio of aggregate indebtedness
to net capital

Percentage of debt to debt-equity

total computed in accordance with
Rule 15c3-1(d)

-10-

$ _10,278

0.13 to 1



STANDARD INVESTMENT CHARTERED INCORPORATED
RECONCILIATION OF NET CAPITAL

DECEMBER 31, 2002

Net capital as reported in unaudited

Focus Report Part IIA S 74,946
Adjustments:
Increase of marketable securities S 2,042
Increase in haircut computation (306)

Total adjustments 1,736
Net capital as reported in audited
financial statements S _76 2

The computation of net capital as reported in the unaudited Part IIA
filing differs from the audited net capital as noted above. While such
difference is material, the Company is in compliance with the minimum net

capital requirements and audited net capital increased as compared with
the unaudited computation.
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Goodrich, Goodyear & Hinds

An Accountancy Corporation

REPORT ON INTERNAL CONTROL STRUCTURE

The Board of Directors
Standard Investment Chartered Incorpcrated
Tustin, California

In planning and performing our audit of the financial statements
and supplemental schedules of Standard Investment Chartered Incorporated
for the year ended December 31, 2002, we considered its internal control
structure, including procedures for safeguarding securities, in order to
determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the
internal control structure.

Also, as required by Rule 17a-5(g) (1) of the Securities Exchange
Commission (SEC), we have made a study of the practices and procedures
followed by the Company, including tests of such practices and procedures
that we considered relevant to the objectives stated in Rule 17a-5(g) in
making the periodic computations of aggregate indebtedness and net capital
under Rule 17a-3(a) (11) and for determining compliance with the exemptive
provisions of Rule 15¢3-3. Because the Company does not carxry securities
accounts for custcmers or perform custodial functions relating to customer
securities, we did not review the practices and procedures followed by the
Company in any of the following:

1. Making quarterly securities examinations, counts,
verifications, and comparisons;

2. Recordation of differences required by Rule 17a-133;

3. Complying with the reguirements for prompt payment for
securities under Section 8 of Federal Reserve Regulation T
of the Board of Governors of the Federal Reserve System.

The mwanagement of the Company is responsible for establishing and
maintaining an internal control structure and the practices and procedures
referred to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected
benefits and related costs of internal control structure policies and
procedures and the practices and procedures referred to in the preceding
paragraph, and to assess whether those practices and procedures can be
expected to achieve the SEC's above-mentioned objectives. Two of the
objectives of an internal control structure and the practices and
procedures are to provide management with reasonable, but not absolute,
assurance that "assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition, and that
transactions are executed in accordance with management's authorization
and recorded properly to permit the preparation of financial statements in
conformity with generally accepted accounting principles. Rule 1l7a-5(g)
lists additional objectives of the practices and procedures listed in the
preceding paragraph.
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Because of inherent limitations in any internal control structure
or the ©practices and procedures referred to above, errors or
irregularities way occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk that they may
become inadequate because of changes in conditions or that the degree of
compliance with them may deteriorate.

Our consideration of the internal control structure would not
necessarily disclose all matters in the intermal control structure that
might be material weaknesses under standards established by the American
Institute of Certified Public Accountants. A material weakness is a
condition in which the design or operation of the specific internal
control structure elements does not reduce to a relatively low level the
risk that errors or irregularities in amounts that would be material in
relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of
performing their assigned functions. However, we noted no matters
involving the intermal control structure, including procedures for
safeguarding securities, that we consider to Dbe material weaknesses as
defined above.

We understand that practices and procedures that accomplish the
objectives referred to in the second paragraph of the report axe
considered by the SEC to be adequate for its purposes in accordance with
the Securities Exchange Act of 1934 and related regulations, and that
practices and procedures that do not accomplish such objectives, in all
material respects, indicate a material inadequacy for such purposes. Based
on this understanding and on our study, we believe that the Company's
practices and procedures were adequate at December 31, 2002, to meet the
SEC's objectives.

This report is intended solely for the wuse of the Board of
Directors, management, the SEC, and other regulatory agencies that rely on
Rule 17a-5(g) under the Securities Exchange Act of 1934 in their
regulation of registered brokers and dealers, and should not be used for
any other purpose.

Long Beach, California
February 24, 2003
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